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Abstract

A large literature shows that bank access increases household well-being by increasing house-
hold access to credit. However, using a regression discontinuity design based on a major bank
expansion program in India, we show that bank access increases household financial well-being
by increasing borrowing by firms, not households. Following the expansion in bank access,
firms borrow more, earn higher revenues, employ more workers, and household wage earnings
rise, leading to increases in household consumption expenditures, savings, and investments.
Heterogeneity analyses show that bank expansion predominantly spurs borrowing by urban,

manufacturing and service sector firms, with limited impact on rural, agricultural firms.
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